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_ No matters to report

Board of Management of the Toronto Zoo (the “Z00”) is
controlled by the City of Toronto (the “City”) and thus the
Zoo’s financial results are consolidated into the City’s
consolidated financial statements. The audit team for the City
(the “Group auditor”) has noted that they will use the work of
our audit and the auditor’s report for the Zoo’s financial
statements. The Zoo is considered a non-significant
component for the audit of the City, i.e. the group audit.

In accordance with Canadian auditing standards, we will be
communicating matters of significance to the group auditor
throughout the audit including planning and risk assessment,
execution and reporting.

We have completed the audit of the financial statements
(“financial statements”), with the exception of certain
remaining outstanding procedures, which are highlighted on
the ‘Status’ slide of this report.
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‘) Matters to report — see link for details
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Appendices

Accounting policies and practices

Other financial reporting matters

Specific topics

P P

Uncorrected misstatements

(

Corrected misstatements

» See management representation letter for details

=

Significant deficiencies

&

Learn more about how we deliver audit quality.

5

Annual Statement of Compliance

(P

The purpose of this report is to assist you, as a member of the Policy and Finance Committee, in your review of the results of our audit of the financial statements. This report is intended solely for the
information and use of Management, the Policy and Finance Committee, and the Board of Directors and should not be used for any other purpose or any other party. KPMG shall have no
responsibility or liability for loss or damages or claims, if any, to or by any third party as this report has not been prepared for, and is not intended for, and should not be used by, any third party or for
any other purpose.

4
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KPMG Clara for Clients (KCc)

As of the date of this report, we have completed the audit of the financial statements, with the KPNG Oz
exception of certain remaining procedures, which include amongst others: ———

»  Completing our discussions with the Policy and Finance Committee

+ Completing subsequent events procedures, including legal updates, up to the date of approval of
the financial statements

* Receipt of the signed management representation letter (dated upon Board approval of the
financial statements)

+ Obtaining evidence of the Board’s approval of the financial statements.

We will update the Policy and Finance Committee, and not solely the Chair, on significant matters, if
any, arising from the completion of the audit, including the completion of the above procedures.

A draft of our auditor’s report is provided in Appendix: Draft Auditor’s Report.

Real time collaboration and transparency

We leveraged KCc to facilitate real time collaboration with

management and provide visual insights into the status of the
audit!

On our audit we used KCc to coordinate requests with
management.

p ) Learn more
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Materiality

We initially determine materiality at a level at which we consider that
misstatements could reasonably be expected to influence the
economic decisions of users. Determining materiality is a matter of
professional judgement, considering both quantitative and qualitative
factors, and is affected by our perception of the common financial
information needs of users of the financial statements as a group. We
do not consider the possible effect of misstatements on specific
individual users, whose needs may vary widely.

We reassess materiality throughout the audit and revise materiality if
we become aware of information that would have caused us to
determine a different materiality level initially.

KkbmG

Specific topics

Misstatements d Cp_ntro! Audit quality
eficiencies

Plan and perform the audit

We initially determine materiality to provide a basis for:

» Determining the nature, timing and extent of risk assessment procedures;
+ Identifying and assessing the risks of material misstatement; and

» Determining the nature, timing, and extent of further audit procedures.

We design our procedures to detect misstatements at a level less than
materiality in individual accounts and disclosures, to reduce to an
appropriately low level the probability that the aggregate of uncorrected and
undetected misstatements exceeds materiality for the financial statements as
a whole.

Evaluate the effect of misstatements

We also use materiality to evaluate the effect of:
* |dentified misstatements on our audit; and

* Uncorrected misstatements, if any, on the financial statements and in
forming our opinion.

Independence Appendices

®
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Materiality

Total expenses

$74,939K

(2024: $71,803K)

CY total expenses

_ 2.8%

% of Benchmark

Audit misstatement posting threshold

$103K

(2024: $98K)
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Involvement of others

The following party is involved in the audit of the financial statements:

Involved party Nature and extent of planned involvement

KPMG professionals with specialized skill or knowledge who are Involved in: assessing the reasonableness of the assumptions used in the valuation of the employee future
involved in performance of audit procedures — Actuary specialist benefit liability.

The employee future benefits liability is a significant accounting estimate and management relies on an
actuary for the valuation of its employee future benefits. We will use an employed KPMG specialist
throughout the audit cycle in assessing the assumptions and estimates used in the accounting valuation at
year end.
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Updates to our prior year audit plan

New significant risks

s : No new significant risks are noted.
New significant risks Our indication of significant risks remains consistent with our prior year audit plan.

Other significant changes

We have not identified any significant changes to accounting standards which will

i ()
Newly effective accounting standards impact the Zoo in the current year. Newly effective {lj

accounting standards

We have not identified any significant changes to auditing standards which will

Newly effective auditing standards impact the Zoo in the current year. Newly effective {ID

auditing standards
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Significant risks and results

We highlight our significant findings in respect of significant risks.

RISK OF

@ Risk of fraud resulting from management override of controls A

ERROR FRAUD

Presumption of the risk of fraud resulting from management override of controls. No

Management is in a unique position to perpetrate fraud because of its ability to manipulate accounting records and prepare fraudulent financial
statements by overriding controls that otherwise appear to be operating effectively. Although the level of risk of management override of controls will
vary from entity to entity, the risk nevertheless is present in all entities.

Our response

» As this presumed risk of material misstatement due to fraud is not rebuttable, our audit methodology incorporates the required procedures in professional standards to address this risk.
» We have utilized data and analytics (D&A) in order to enhance the quality and effectiveness of our testing of journal entries. Using extractions of all journal entries recorded during the year,
we selected samples and verified if they were supported by proper documentation and followed the journal entry initiation and approval controls and processes in place.
»  We also evaluated the reasonableness of estimates. We found that management’s process for identifying accounting estimates is considered adequate.
»  We evaluated the business rationale of significant unusual transactions.
» Weincorporated an element of unpredictability whereby we performed an unpredictable procedure to address the potential risk of fraud and management override.

Significant qualitative aspects of the Zoo’s accounting practices

No matters to report.

m 10
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Other risks of material misstatement and results

@ Capital assets

Other risk of material misstatement

There is a risk that additions to capital assets are recorded inappropriately when the expenditure is not eligible for capitalization or the assets are not accurately No
recorded.

Our response

*  Our procedures included:
» Obtain a continuity schedule for both major capital facilities and other capital assets
» Selecting a sample of additions and vouching to supporting invoices

Significant findings

During the year, the Zoo incurred capital expenditures financed through the Energy Retrofit loan. These expenditures were initially recorded as operating expenses rather than capital assets. KPMG
selected two of these expenditures as expense testing samples. Upon inquiry, management provided an adjusting journal entry to reclassify the amounts from expenses to capital asset additions.
KPMG recorded the entry as a corrected audit adjustment.

KPMG noted that the current-year additions in one capital asset account reflected a credit balance. Management explained that this balance related to a contractor invoice that was incorrectly issued at
the end of the prior year, duplicating an invoice for work already billed. The error was identified in the current year, and the related accrual was reversed. KPMG included this item as an uncorrected
misstatement in the prior-year summary of uncorrected audit misstatements.

During vouching of expense samples, KPMG noted that capital purchases under certain threshold were expensed rather than capitalized. While this practice appears to be aware of and applied by
accounting team, there is currently no formal capital asset policy documenting the capitalization threshold and related criteria. KPMG recommends that management establish and formally document a
capital asset policy, including capitalization thresholds, to ensure consistent and supportable application of capitalization practices.

B "
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Significant accounting policies and practices

Initial selection of significant accounting policies and practices

No matters to report

Description of new or revised significant accounting policies and practices

No matters to report

Significant qualitative aspects

Discussion about qualitative aspects of significant accounting policies and practices

» Evaluation & Conclusion: Our judgments about the quality, not just the acceptability, of the Zoo’s significant accounting policies as applied in its financial
reporting, including such matters as the consistency of the Zoo’s accounting policies

» Appropriateness: No matters to report
*  Management bias: No matters to report
» Estimates: No matters to report

» Effect on the financial statements or disclosures: No matters to report

m 12
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Other financial reporting matters

We also highlight the following:

No matters to report.

Financial statement presentation - form,
arrangement, and content

No matters to report.

Concerns regarding application of new
accounting pronouncements

No matters to report.

Significant qualitative aspects of financial
statement presentation and disclosure

m 13
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Specific topics

We have highlighted the following that we would like to bring to your attention:

practices

Finding

Topic title

No matters to report

Significant matters subject to correspondence with management

Issues with sending external confirmation requests No matters to report

Concerns about the quality of a component auditor’s work No matters to report

Concerns about the refusal of group management to communicate with

component management No matters to report

14
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Specific topics

We have highlighted the following that we would like to bring to your attention:

Matter Finding

lllegal acts, including noncompliance with laws

and regulations, or fraud (identified or suspected) No matters to report

Other information in documents containing the audited financial
No matters to report

statements

Significant difficulties encountered during the audit No matters to report
Difficult or contentious matters for which the auditor consulted No matters to report
Management’s consultation with other accountants No matters to report
Disagreements with management No matters to report
Related parties No matters to report
Significant issues in connection with our appointment or retention No matters to report

An external phishing incident resulted in unauthorized access to an employee’s email and
fraudulent payroll direct deposit changes that bypassed HR controls. A payroll deposit of

Other matters that are relevant matters of governance interest $1,904.87 was paid to a fraudulent account. Management identified the issue, initiated an
investigation, and implemented additional security controls, including MFA and geo-locking of
Office 365 applications.

m 15
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Uncorrected misstatements

Uncorrected misstatements include financial presentation and disclosure omissions. As required by professional standards, we request these misstatements be corrected.

[ = = = = e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e

Impact of uncorrected misstatements — Not material to the financial statements

» The management representation letter includes the Summary of Uncorrected Misstatements, which discloses the impact of all uncorrected
misstatements considered to be other than clearly trivial

* This includes the effect of uncorrected misstatements related to prior periods on the relevant classes of transactions, account balances or
disclosures, and the financial statements as a whole

the misstatements —individually and in the aggregate—are, in their judgment, not material to the financial statements. This management
representation is included in the management representation letter.

*  We concur with management’s representation that the uncorrected misstatements are not material to the financial statements. Accordingly, the
uncorrected misstatements have no effect on our auditor's report.

» Discussion about the uncorrected misstatements or matters underlying the uncorrected misstatements (e.g. control deficiencies) could potentially
cause future-period financial statements to be materially misstated.

|
|
I
|
|
|
I - Based on both qualitative and quantitative considerations, management have decided not to correct certain misstatements and represented to us that
I
|
|
I
|
|

- o o S S S S S S S D EEE D EEE B B BEE B BEE S D BEn B G EEn G SEE B B Bae B SE Eae B Bae B S e B aem e s s

Below is a summary of the impact of the uncorrected misstatement:

As currently presented $1,668 As currently presented $137,258
Uncorrected misstatements $446 Uncorrected misstatements $(446)
As a % of the balance 26.74% As a % of the balance 0.3%

m 16
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Corrected misstatements

Corrected misstatements include financial presentation and disclosure misstatements.

I Impact of corrected misstatements :
| » Discuss the effect on the financial reporting process |
I + Discussion about the cause of the corrected misstatements (e.g. control deficiencies) |
I + Discussion about that the matters underlying the corrected misstatements (e.g. control deficiencies) could potentially cause future-period financial I
I statements to be materially misstated. |
e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e = e e = e = e = = o = = |

m 17
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Gontrol deficiencies

Consideration of internal control over financial reporting (ICFR)

In planning and performing our audit, we considered ICFR relevant to the Entity’s preparation of the financial statements in order to design audit procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on the financial statements, but not for the purpose of expressing an opinion on ICFR.

Our understanding of internal control over financial reporting was for the limited purpose described above and was not designed to identify all control deficiencies that

might be significant deficiencies. The matters being reported are limited to those deficiencies that we have identified during the audit that we have concluded are of
sufficient importance to merit being reported to those charged with governance.

Our awareness of control deficiencies varies with each audit and is influenced by the nature, timing, and extent of audit procedures performed, as well as other factors.
Had we performed more extensive procedures on internal control over financial reporting, we might have identified more significant deficiencies to be reported or
concluded that some of the reported significant deficiencies need not, in fact, have been reported.

A deficiency in internal control over financial reporting

A deficiency exists when the design or operation of a control does not allow management or employees, in the normal course of performing their assigned functions, to
@l prevent or detect misstatements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the control objective is missing or (b) an existing
control is not properly designed so that, even if the control operates as designed, the control objective would not be met. A deficiency in operation exists when a

properly designed control does not operate as designed, or when the person performing the control does not possess the necessary authority or competence to perform
the control effectively.

Significant deficiencies in internal control over financial reporting

A deficiency, or a combination of deficiencies, in internal control over financial reporting that, in our judgment, is important enough to merit the attention of those charged
with governance.
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Ourcommitment to delivering audit quality

We define ‘audit
quality’ as being the
outcome when:

audits are executed
consistently, in line
with the requirements

and intent of
applicable
professional
standards within a
strong system of
quality
management; and

all of our related
activities are
undertaken in an
environment of the
utmost level of
objectivity,
independence,

ethics and integrity.

KPMG is committed to fulfilling our public interest role in providing robust assurance that can benefit investors and other stakeholders.

Businesses are integrating technology in ways once unimaginable. Geopolitical changes and inflationary pressures continue to drive
uncertainty, and businesses need to take action to respond to societal threats like climate change.

The pace and scale of change only strengthens our resolve to ensure the quality, consistency and adaptability of our services are fit for this
new future. Audit and assurance quality remains the highest priority at KPMG.

Through sustained innovation, we aim to consistently deliver superior audit quality. Across the global organization:

+ KPMG firms have implemented a consistent risk-based approach to our system of quality management to drive audit and assurance
quality, enabling us to meet the requirements of the International Standard on Quality Management 1 (ISQM 1).

*  We are utilising powerful technologies on audit and assurance engagements, including artificial intelligence, and leveraging our alliances
with technology leaders such as Microsoft to further enhance quality and provide even more value through deeper analysis of
businesses, no matter their size.

»  We believe the same level of rigour, quality, consistency and trust that is applied to financial statement information by companies should
also apply to ESG reporting. Therefore, across the global organization we have deployed an assurance methodology, KPMG Clara
workflow and learning tools to upskill and build teams to provide assurance on ESG reporting that helps our clients build a more
sustainable future.

We encourage you to read our Transparency Report to learn more about our system of quality management and our firm’s statement on the
effectiveness of our SoQM:

0 KPMG Canada Transparency Report

19
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How do we deliver audit quality:
Quality essentially means doing the right thing and remains our highest priority. L e
We have strengthened the consistency and robustness of our system of quality culture

and values

management to meet the requirements of ISQM 1 (CSQM 1), issued by the
International Audit and Assurance Standards Board. Foundational for quality
management, KPMG’s globally consistent approach to ISQM 1 drives
compliance with the standard and our efforts to strengthen trust and ~Monitor
transparency with clients, the capital markets and the public we serve.

Allgned.W|th ISQM 1 (CSQM 1), our SOQM meets the requ.lremepts of the N V. ‘Perform quality ° Embrace digital
International Code of Ethics for Professional Accountants (including skilled teams A engagements Y technology
International Independence Standards) issued by the International Ethics

Standards Board for Accountants (IESBA) and the relevant rules of
professional conduct / code of ethics applicable to the practice of public
accounting in Canada, which apply to professional services firms that perform Remediate
audits of financial statements.

Our Global Quality Framework outlines how we deliver quality and how every Apply

KPMG professional contributes to its delivery. eﬁpe”ilsed and
nowledge

* ‘Perform quality engagements’ sits at the core, along with our
commitment to continually monitor and remediate to fulfil our quality
drivers.

Doing the right thing. Always.

* Our quality value drivers are the cornerstones to our approach
underpinned by the supporting drivers and give clear direction to
encourage the right behaviours in delivering audit quality.

KPiAE 2
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The KPMG Audit

Globally consistent audit and assurance methodology and tools

As a scalable, intuitive cloud-based platform, KPMG Clara is driving globally consistent execution across all KPMG member firms.
It enables delivery of KPMG audit and assurance methodologies through data-enabled workflows, which align with the applicable
audit and assurance standards and provide an improved experience to audit and assurance professionals.

Methodology aligned with professional
standards, laws and regulations

Standardised methodology and guidance

“Risk-to-response”
analytics

Data and Al-driven
e Audit & Assurance

including ESG e Gen Al integration
e Global, risk-based e Search knowledge base Deep technical expertise and knowledge
methodology Quality and risk management policies

* Meeting the applicable standards, including
International Standards on Auditing (ISA),
standards issued by the Public Company
Accounting Oversight Board (PCAOB) and the
American Institute of CPAs (AICPA) —

and task tracking supplemented by KPMG firms to comply with

e Interaction with additional local auditing standards and regulatory

audit team or statutory requirements.

e Enhanced two-way ¢ Real-time alerts
communication

* Tailored scoping

*  Group audit
connectivity

* Access toinsights « l|dentifying risks of material misstatements and
the necessary audit response.

m 21
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interest entities.
independence is maintained:

Dedicated ethics &
independence partners

Ethics, independence and
integrity training for all staff

Operating polices,

procedures and guidance
contained in our quality &
risk management manual

Restricted investments
and relationships

e i

000

P

Policies and
practices

®@000

As a firm, we are committed to being and being seen to be independent. We apply the following
ethical requirements, including independence requirements, in:

» the rules of professional conduct / code of ethics applicable to the practice of public accounting
issued by various professional accounting bodies in Canada(“CPA code”) that are relevant to
audits of financial statements of reporting issuers or listed entities; and

+ the International Code of Ethics for Professional Accountants (including International
Independence Standards) issued by the International Ethics Standards Board for Accountants
(“IESBA independence rules”) that are relevant to audits of financial statements of public

The following processes and procedures have been established by the firm to ensure

Process for reporting breaches
of professional standards and
policy, and documented
disciplinary policy

International proprietary system
used to evaluate and document
threats to independence and those
arising from conflicts of interest

Mandated procedures for
evaluating independence of
prospective audit clients

Annual ethics and
independence confirmation for
staff

Control

Specific topics Misstatements Audit quality Independence Appendices

deficiencies

Statement of Compliance

We confirm that, as of the date of this communication,
we are in compliance with relevant ethical requirements
regarding independence in Canada.

.

22
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Required
communications

New auditing
standards

Manage

Draft Audit Report Letter

New accounting

standards Insights

Technology

© 2026 KPMG LLP, an
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Appendix A: Other required communications

Engagement terms CPAB communication protocol

A copy of the engagement letter and any subsequent amendments has been CPAB Communications Protocol

provided to the Audit Committee. The reports available through the following links were published by the Canadian

Public Accountability Board (CPAB) to inform Audit Committees and other
stakeholders about the results of quality inspections conducted over the past
year:

« CPAB Audit Quality Insights Report: 2024 Interim Inspections Results

* CPAB Regqulatory Oversight Report: 2024 Annual Inspections Results
« CPAB Audit Quality Insights Report: 2025 Interim Inspections Results

 CPAB Regulatory Oversight Report: 2025 Annual Inspections Results

CPAB Public Inspection Report

The report available through the following link was published by CPAB and
includes firm specific inspection results:

e 2025 Public Inspection Report - KPMG LLP

m 24


https://cpab-ccrc.ca/docs/default-source/inspections-reports/2024-interim-inspections-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2024-interim-inspections-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2024-annual-inspections-results-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2024-annual-inspections-results-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2025-interim-inspections-results-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2025-interim-inspections-results-en.pdf
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2025-annual-inspections-results-en.pdf?sfvrsn=4139db2_11
https://cpab-ccrc.ca/docs/default-source/inspections-reports/2025-annual-inspections-results-en.pdf?sfvrsn=4139db2_11
https://cpab-ccrc.ca/registration/participating-audit-firms/audit-firm?DownloadDisclosureDocument=55
https://cpab-ccrc.ca/registration/participating-audit-firms/audit-firm?DownloadDisclosureDocument=55
https://cpab-ccrc.ca/registration/participating-audit-firms/audit-firm?DownloadDisclosureDocument=55
https://cpab-ccrc.ca/registration/participating-audit-firms/audit-firm?DownloadDisclosureDocument=55
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Appendix B: Draft auditor’s report

Refer to draft auditor’s report attached to the draft financial statements.

KPiAE z
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Appendix C: Management representation letter(s)

A copy of the management representation letter has been provided to management and should be available in your package.

kPG 2
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Appendix D: Newly effective and upcoming changes to auditing
standards

Effective forperiods beginning onor after December 15, 2024

ISA260/CAS 260

Communications
with those charged
with governance

Summary of Changes:

New requirements for the auditor to communicate:

about the relevant ethical requirements, including those related to independence, that the auditor applied to the audit of the
financial statements; and

any enhanced independence requirement that the auditor applied specific to the audit of financial statements of certain

entities.

ISA700/CAS 700

Forming an opinion
and reporting on
the financial
statements

Summary of Changes:

New requirements for the auditor to publicly disclose when the auditor applied independence requirements specific to audits of

financial statements of certain entities WHEN the ethical requirements require public disclosure.

27
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Appendix E: Current developments

Control
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Accounting standards

Conceptual Framework for Financial
Reporting inthe Public Sector

Effective for years commencing on or
after April 1, 2026 with early adoption
permitted.

The framework provides the core concepts and
objectives underlying Canadian public sector
accounting standards.

The ten chapter conceptual framework defines
and elaborates on the characteristics of public
sector entities and their financial reporting
objectives. Additional information is provided
about financial statement objectives, qualitative
characteristics and elements. General
recognition and measurement criteria, and
presentation concepts are introduced.

Financial Statement Presentation

Effective for years commencing on or after April 1, 2026 with early adoption permitted.

» The proposed section PS 1202 Financial statement presentation will replace the current section PS 1201 Financial
statement presentation. PS 1202 Financial statement presentation.

* The proposed section includes the following:

« Relocation of the net debt indicator to its own statement called the statement of net financial assets/liabilities, with
the calculation of net debt refined to ensure its original meaning is retained.

» Separating liabilities into financial liabilities and non-financial liabilities.
» Restructuring the statement of financial position to present total assets followed by total liabilities.

» Changes to common terminology used in the financial statements, including re-naming accumulated surplus
(deficit) to net assets (liabilities).

* Removal of the statement of remeasurement gains (losses) with the information instead included on a new
statement called the statement of changes in net assets (liabilities). This new statement would present the
changes in each component of net assets (liabilities), including a new component called “accumulated other”.

* A new provision whereby an entity can use an amended budget in certain circumstances.

* Inclusion of disclosures related to risks and uncertainties that could affect the entity’s financial position.

Example of aTypical Implementation Approach

Phase 1

Phase 2

Understand the existing financial reporting processes. » Data gathering and financial data analysis.

Examine chart of accounts and trial balance. » Budget and performance reporting.

Review accounting policy.

+ System and software impacts.

Gap assessment and implementation plan. + Implementation and compliance adjustments 28
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Appendix E: Current developments (continued)

Accounting standards (continued)

Employee Benefits

Effective for years commencing on or after April 1, 2029 with early adoption permitted.

» The Public Sector Accounting Board has issued a new standard PS 3251 Employee benefits which will replace the current sections PS 3250 Retirement
benefits and PS 3255 Post-employment benefits, compensated absences and termination benefits.

» The standard uses principles from International Public Sector Accounting Standard 39 Employee benefits as a basis for the Canadian standard.

» The standard results in public sector entities recognizing the impact of revaluations of the net defined benefit liability (asset) immediately on the statement of
financial position.

* The standard also requires that fully funded post-employment benefit plans use a discount rate based on the expected market-based return of plan assets and
underfunded plans use a discount rate based on the market yield of government bonds, high-quality corporate bonds or another appropriate financial
instrument. A simplified approach to determining a plan’s funding status is provided.

» The standard also requires that:
» Deferral provisions — Remeasurement gains and losses are presented as part of accumulated remeasurement gains and losses.

+ Valuation of plan assets — Upon adoption, public sector entities may continue to recognize non-transferable financial instruments balances that meet the
definition of plan assets under existing PS 3250 guidance. This transitional provision does not permit the recognition of additional amount afteradoption
that do not meet the revised definition of plan assets.

+ Joint defined benefit plans — Defined benefit accounting is used for measurement of the proportionate share of the plan, instead of previously proposed
multi-employer plan accounting which permitted accounting based on defined contribution concepts where insufficient information exists to use defined
benefit accounting.

+ Disclosure of other long-term employee benefits and termination benefits — The standard does not include prescriptive disclosure requirements for other
long-term employee benefits and termination benefits.

» The standard’s guidance will be applied retroactively, with or without prior period restatement.

kPG 2
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Appendix E: Current developments (continued)

Accounting standards (continued)

Intangible Assets

Proposed to be effective for years commencing on or after April 1, 2030 with early adoption permitted.

» The Public Sector Accounting Standards Board has issued proposed new standard PS 3155 Intangible Assets which would replace Public Sector Guideline 8
Purchased Intangibles.

» The standard will include foundational guidance on acquired and internally generated intangibles. It excludes intangible assets addressed in other public sector
accounting standards and other intangible items such as exploration and extraction costs for non-renewable resources or intangible assets related to insurance
contracts.

» The definition of “intangible assets” requires an intangible resource to be separate and identifiable from goodwill. It also requires that the entity has control over
the intangible resource, future economic benefits flow from the intangible resource, and the intangible resource is the result of a past transaction and/or other
events.

* Internally generated goodwill is not permitted to be recognized as an asset.

* An intangible resource is recognized when it meets the definition of an intangible asset and the asset’s cost can be measured in a faithfully representative way.
The generation of the asset is classified into a research phase and a development phase. Expenditures from the research phase of an internally generated
project are expensed. An intangible asset arising from the development phase can be recognized if it meets certain requirements.

* Intangible assets are initially measured at cost and subsequently carried at cost less accumulated amortization and accumulated impairment losses. Intangible
assets acquired through a non-exchange transaction are measured at fair value as of the date it is acquired.

Cloud Computing Arrangements

» As part of its intangible assets project, the Public Sector Accounting Standards Board is also developing guidance on cloud computing arrangements. To
ensure the development of this accounting guidance reflects current practices and needs, a survey was used to gather insights. The survey will inform the
Public Sector Accounting Board about the types of cloud computing arrangements being encountered, magnitude of costs, key arrangement terms, current
accounting policies and unique challenges in practice.

kPG 30
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Appendix F: Audit and assurance Insights

Our latest thinking on the issues that matter most to Audit Committees, board of directors and management.

KPMG Audit & Assurance Insights ' Sustainability Reporting
Curated research and insights for audit Resource centre on implementing the new

committees and boards. Canadian reporting standards

Board Leadership Centre

Leading insights to help board members
maximize boardroom opportunities

sustainability reporting.

Current Developments

Appendices @

IFRS Breaking News
A monthly Canadian newsletter that provides the latest

insights on accounting, financial reporting and

Assurance & Related Services, Canadian Securities

Series of quarterly publications for Canadian
businesses including Spotlight on IFRS, Canadian ‘
Matters, and US Outlook reports.

Accelerate - The key issues driving the
audit committee agenda

Discover the most pressing risks and
opportunities that face audit committees,
boards and management teams.

Audit Committee Guide — Canadian Edition
A practical guide providing insight into current
challenges and leading practices shaping audit
committee effectiveness in Canada.
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https://kpmg.com/ca/en/home/services/audit/audit-assurance-insights.html
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https://kpmg.com/ca/en/home/insights/2020/11/current-developments.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://home.kpmg/ca/en/home/insights/2021/11/audit-committee-guide-canadian-edition.html
https://kpmg.com/ca/en/home/services/environmental-social-and-governance/reporting/cssb-sustainability-reporting.html
https://kpmg.com/ca/en/home/services/audit/ifrs-international-financial-reporting-standards/ifrs-breaking-news.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
https://kpmg.com/ca/en/home/services/audit/accelerate.html
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Appendix G: Gontinuous evolution

Our investment: Responsive delivery model Result: A better experience
We are in the midst of a five-year Tailored to you to drive impacitful Enhanced quality, reduced disruption,
investment to develop our people, outcomes around the quality and increased focus on areas of higher risk,
digital capabilities, and advanced effectiveness of our audits. and deeper insights into your business.
technology.

Methodology and Approach A
]5 Enhanced audit quality

@ Standardization

@ Automation e ; -@- Increased efficiency

Data and tech Center for Next-gen
enablement Audit Solutions auditor

Centralization Exceptional experiences

Og:0

Quality Management System
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Appendix G: KPMG Clara Generative Al

With our global alliance partner Microsoft, we have embarked on a journey to
embed Generative Al into our smart audit platform—KPMG Clara. This will
make our auditors more productive and give them the tools to provide quicker
feedback, make more insightful connections, and deliver a better audit
experience.

Status Materiality Risks and results

Colors Intemational 2 » = susness procecses > A miersnzndice s2iec 3 2.5

E?-] 1. Understanding 2. Risks v 3. Response v 4. Results 5. Information

ldentify and assess risks of material misstatement

Accounts and disclosures Identified risks

Revenue from sales of goods

° Current Prior i % A xPM

2,250,000,000  2,0980,000,000 270,000,000 2.1 1,250.0

For performance obligations satisfied at a point
in time, revenue is not recognized when
control is transferred to the customer, resulting
in revenue not being recognized in the correct

eriod.
- EEa 000 "
B 3 volume, Complexity, Homogeneity m " Estimate e e
Revenue from sales of goads e ° o

A Related party transactions
8 Size/compaosition
B Clarify risk description

& Contingent liabilities

! @) Susceptibility to misstatement due Lo error or fraud Jue to significant volume of sales to Asia, shipping tarms vary

), Natura significantly. The risk is that such terms are not accurately maintained and

} . revenue is recognised incorrectly.

@ Change in characteristics .

M- Exposure to losses

&l Accounting / Reporting complexities

Assess likelihood and magnitude

Thera is significant complexity involved when accounting for sales made
across various shipping terms. The entitv applies the INCOTFRMS

Audit quality

Al done right

Although early adoption is key, we are
focused on avoiding reliance on a 'black
box' so we're building 'explainability' and
'traceability' at the core.

Bolstered productivity
Focused on removing time consuming
low value tasks, we'll apply our skills in
other, more judgmental areas or in order
to give insights to you.

Quality at our fingertips

We are teaching our model with our
knowledge databases to capture our vast
experience. This means quality
information accessible in seconds.

Secure integration

KPMG Clara has been built on a solid
and secure Azure Cloud backbone,
allowing us to easily integrate Generative
Al in partnership with Microsoft.
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